-/ e
National I
Quality
Award

144

99

Criteria for
Performance Excellence

“Quality is one of the keys to the
continued competitive success of U.S.
businesses. The Malcolm Baldrige
National Quality Award, which
highlights customer satisfaction, workforce
empowerment and increased productivity,
has come to symbolize America’s
commitment to excellence.”

William J. Clinton



1998 CRITERIA FOR PERFORMANCE EXCELLENCE — ITEM LISTING

1998 Categories/Items Point Values
1 Leadership 110
1.1 Leadership SYSTemM. o ieriecrememes st sisniesiassassisans s rmereaacnasiisssssess 80
1.2 Company Responsibility and Citizenship .oo.coveeriinnciccciiins 30
2 Strategic Planning 80
2.1 Strategy Development Process......oveeccocccsiiisimnirssrnsrssrrssesssnassees 40
2.2 COMPANY SILALEZY --erverevrerrrerrrmmtressmsssserisssssseasesasesssstssisssassmsssasssssssnrssssses 40
3 Customer and Market Focus 80
3.1 Customer and Market Knowledge ..o 40
3.2 Customer Satisfaction and Relationship Enhancement.......ccoocovienis 40
4 Information and Analysis 80
4.1 Selection and Use of Information and Data ... esininnsssincnsrenes 25
4.2 Selection and Use of Comparative Information and Data........coccovonnenn. 15
4.3 Analysis and Review of Company Performance ........cumimnienecnss 40
5 Human Resource Focus 100
5.1 WOTK SYSTEIMS oo ecvecrerisueremssnsrrssssensseseens s st satssns s cn s casssassntsnsas 40
5.2 Employee Education, Training, and Development ....ovuvvvvevnecicsineens 30
5.3 Employee Well-Being and Satisfaction ... cceiimmmsnninsnminssonsssesees 30
6 Process Management 100
6.1 Management of Product and Service Processes ....oovvimsisiectsnnnnnrnnce 60
6.2 Management of Support Processes ....oevoeeisistsnmmnen s 20
6.3 Management of Supplier and Partnering Processes ... nissnacenies 20
7 Business Results 450
7.1 Customer Satisfaction Results ..o veeciiiimmnrrnimrmressiseinsssisnennss 125
7.2 Financial and Market Results ......ccccernremiimnicomsnmmmmcnrsissarisisnnsnscess 125
7.3 Human Resource Results ... csisteisinssesme s cassssntansnssasens 50
7.4 Supplier and Partner ReSULLS ...vvovvceevcrreiecrie s 25
7.5 Company-Specific Results .. rerionirsmmmrniverrrenscnsiassinsrssrssassnrescaees 125

TOTAL POINTS 1000



1998 CRITERIA FOR PERFORMANCE EXCELLENCE

1 Leadership (170 pts.)

The Leadership Category examines the company’s leadership system and senior leaders’ personal leadership.
It examines how senior leaders and the leadership system address values, company directions, performance
expectations, a focus on customers and other stakeholders, learning, and innovation. Also examined is how the
company addresses its societal responsibilities and provides support to key communities.

1.1 Leadership System (80 pis.)

Describe the company’s leadership system and how senior leaders guide the company in setting
directions and in developing and sustaining effective leadership throughout the organization.

in your response, address the following Area:

a. Leadership System
Describe the company’s leadership system, how senior leaders provide effective leadership, and how
this leadership is exercised throughout the company, taking into account the needs and expectations of
all key stakeholders. Include:

(1) a description of the company’s leadership system and how it operates. Include how it addresses
values, performance expectations, a focus on customers and other stakeholders, learning, and
innovation; and

{2) how senior leaders:

* set and communicate company directions and seek future opportunities for the company, taking
into account all key stakeholders;

« communicate and reinforce values, performance expectations, a focus on customers and other
stakeholders, leaming, and innovation,;

+ participate in and use the results of performance reviews; and

* evaluate and improve the leadership system, including how they use their review of the company’s
performance and employee feedback in the evaluation.

Note:

Company performance reviews are addressed in ltem 4.3.
Responses to 1.1a{2) should therefore focus on the
senior leaders’ roles in and uses of the review of overall
company performance, not on the details of the review.

For additional description of this Item, see page 22.



1.2 Company Responsibility and Citizenship (30 pts.)

Describe how the company addresses its responsibilities to the public and how the company
practices good citizenship.

In your response, address the following Areas:

a. Socijetal Responsibilities
How the company addresses the current and potential impacts on society of its products, services, and
operations. Include:

{1) key practices, measures, and targets for regulatory, legal, and ethical requirements and for risks
associated with company products, services, and operations; and

(2) how the company anticipates public concems with current and future products, services, and
operations, and addresses these concems in a proactive manner.

b. Support of Key Communities
How the company, its senior leaders, and its employees support and strengthen their key communities.

Notes:

N1. Public responsibilities in areas cnitical to the N2. Areas of community support appropriate for inclusion
business also should be addressed in Strategy in 1.2b may include efforts by the company to strengthen
Development Process (litem 2.1) and in Process local community services, education, the environment,

Management (Category 6). Key results, stich as results and practicas of trade, business, or professional
of regulatory/legal compliance, environmental improve- associations.

ments through use of “green” technology or other
-Specifi N3. Health and safely of employees are not addressed
g::&fé ?ftg ;’c;_t; reported as Company-5, ¢ in item 1.2; they are addressed in Item 5.3.

For additional description of this liem, see page 22.



2 Strategic Planning (so pu..)

The Strategic Planning Category examines how the company sets strategic directions, and how it develops the
critical strategies and action plans to support the directions. Also examined are how plans are deployed and how
performance is tracked.

2.1 Strategy Development Process (40 prs.)

Approach - Deployment

Describe how the company sets strategic directions to strengthen its business performance and

competitive position.
in your response, address the following Area:
a. Strategy Development Process

takes the following factors into account:

opportunities;

(3) risks: financial and societal;
(4) human resource capabilities and needs;

new requirements; and
(6) supplier and/or partner capabilities.

Provide a brief description or diagram of the strategy development process. Include how the company
(1) customers; market requirements, including price; customer and market expectations; and new

(2) the competitive environment: industry, market, and technological changes;

(5) company capabilities — technology and technology management, research and developrnent,
innovation, and business processes — to seek or create new opportunities and/or to prepare for key

Notes:

N1. The strategy development process refers lo the
company’s approach, formal or informal, to a future-
oriented basis for making or guiding business decisions,
resource allocations, and companywide management.
This process might use models, market or sales fore-
casts, scenarios, analyses, business intelligence,
and/or key customer requirements and plans.

N2. Strategy should be interpreted broadly. it might
include any or all of the following: new products,
services and markels; revenue growth; cost reduction;
and new partnerships and alliances. Company strategy
might be directed toward making the company a
preferred supplier, a low-cost producer, a market
innovator, a high-end or custornized service provider.

For additional description of this ltem, see page 23.

Strategy might depend upon many different kinds of
capabilities, including rapid response, customization,
lean or virtual manufacturing, relationships, rapid
innovation, technology management, leveraging assets,
business process excellence, and information manage-
ment. Responses to ltem 2.1 should address the
factors from the point of view of the company, how it
plans lo operate, and the capabilities most critical to

its performance.

N3. tem 2.1 addresses overall company directions and
strategy, including changes in services, products, and/or
product lines. However, the ltem does not address
product and service design; these are addressed in
ftem 6.1.



2.2 Company Strategy (40 prs.)

Approach - Deployment

Summarize the company’s strategy and action plans, how they are deployed and how performance
is tracked. Include key performance requirements and measures, and an outline of related human
resource plans. Estimate how the company’s performance projects into the future relative to

competitors and/or key benchmarks.
In your response, address the following Areas:
a. Strategy and Action Plans

Provide a summary of the action plans and related human resource plans derived from the company’s
overall strategy. Briefly explain how critical action plan requirements, including human resource plans,
key processes, performance measures and/or indicators, and resources are aligned and deployed.
Describe how performance relative to plans is tracked. Note any imponrtant differences between short-
and longer-term plans and the reasons for the differences.

b. Performance Projection

Provide a two-to-five year projection of key measures and/or indicators of performance based on
the likely changes resulting from the company’s action plans. Include appropriate comparisons with
competitors and/or key benchmarks. Briefly explain the comparisons, including any estimates or
assumptions made in projecting competitor performance and/or benchmark data.

Notes:

N1. The development and implementation of company

strategy and action plans are closely linked to other

temns in the Criteria and to the overall performance

excellence frammework as indicated on page 43. Specific

linkages include:

sitem 1.1 and how senior leaders set and communicate
company directions;

= Cataegory 3 for gathering customer and matket
knowledge as input to strategy and action plans,
and for implernenting action plans for building and
enhancing reiationships;

= Category 4 for information and analysis to support
development of company strategy and lrack progress
relative to strategias and action plans;

For additional deseription of this ltem, see pages 23-24.

*ftemns 5.1 and 5.2 for work system and employee
education, training, and development needs resulting
from company action plans and related human
resource plans;

«Category 6 for process requirements resulting from
company action plans.

N2. Projected measures and/or indicators of performance
{2.2b) also might include changes resulfing from new
business venturas, new value creation, major market
shifts, and/or significant anficipated innovations in
products, services, and/or technology.




3 Customer and Market Focus (sope..)

The Customer and Market Focus Category examines how the company determines requirements, expectations,
and preferences of customers and markets. Also examined is how the company builds relationships with

customers and determines their satisfaction.
Approach - Deployment

Describe how the company determines longer-term requirements, expectations, and preferences of
target and/or potential customers and markets. Describe also how the company uses this information
to understand and anticipate needs and to develop business opportunities.

3.1 Customer and Market Knowledge (40 pts.)

in your response, address the following Area:

a. Customer and Market Knowledge
Provide a brief description of how the company leams from its former, current, and potential customers
and markets, to support the company’s business needs and to seek market opportunities. Include:

(1) how customer groups and/or market segments are determined or selected, including the considera-
tion of customers of competitors, other potential customers, and future markets. Describe how the
approaches to listening and learning vary for different groups;

{(2) how the company determines and/or projects key product and service features, their relative
importance/value to customers, and new product, service, or market opportunities. Describe how key
information from former and current customers and markets, including customer retention and
complaint information, is used in this determination; and

(3) how the company’s approach to listening to and learning from customers, potential customers, and
markets is evaluated, improved, and kept current with changing business needs and strategies.

Notes:

N1. The company's products and services might be sold
o end users via other businesses such as retail stores
or dealers. Customer groups [3.1a(1)] should take into
account the requirements and expectations of both the
end users and intermediate businesses.,

N2. Product and service features [3.1a(2)] refer to all
important characteristics and to the performance of
products and services throughout their full fife cycle
and the full “consumption chain.” The focus should
be primarily on features that bear upon customer
preference and repurchase loyalty — for example,

For additional description of this ltem, see pages 24-25.

those fealures that differentiate products and services
from competing offerings. Those features might include
price, value, delivery, customer or technical support,
and the sales relationship.

N3. Information about customers and markets is
requested as key input lo strategic planning (ltem 2.1).
However, strategic plans could also result in a need
for new or additional customer and market information,
new ways o gather information, and/or new customers
and segments from which to gather information.



3.2 Customer Satisfaction and Relationship Enhancement (40 pts.)

Approach - Deployment

Describe how the company determines and enhances the satisfaction of its customers to build
relationships, to improve current offerings, and to support customer- and market-related planning.

In your response, address the following Areas:
a. Accessibility and Complaint Management

How the company provides access and information to enable customers to seek assistance, to conduct

business, and to voice complaints. Inciude:

(1) how the company determines customer contact requirements, deploys the requirements to all
employees who are invoived in meeting the requirements, and evaluates and improves customer

contact performance; and

(2) a description of the company’s complaint management process. Explain how the company ensures
that complaints are resolved effectively and promptly, and that complaints received by all company
units are aggregated and analyzed for use throughout the company.

b. Customer Satisfaction Determination

How the company determines customer satisfaction and dissatisfaction. Include:

(1) a brief description of processes, measurements, and data used to determine customer satisfaction
and dissatisfaction. Describe how the measurements capture actionable information that reflects
customers’ future business with the company and/or positive referral. Indicate significant differences,
if any, in methods and/or measurement scales for different customer groups or market segments;

(2) how the company follows up with customers on products, services, and recent transactions to

receive prompt and actionable feedback; and

(3) how the company obtains objective and reliabie information on customer satisfaction relative to its

competitors.

c. Relationship Building
Describe:

(1) how the company builds loyalty, positive referral, and relationships with its customers. Indicate
significant differences, if any, for different customer groups or market segments.

(2) how the company's processes for providing access, determining customer satisfaction, and building
relationships are evaluated, improved, and kept current with changing business needs and strategies.

Notes:

N1. Customer satisfaction and dissatisfaction
determination (3.2b) might include any or all of the
following: surveys, formal and informal feedback
from customers, use of custorner account daia,
and complaints.

N2, Customer satisfaction measurements might include
both a numerical rating scale and descriptors for each
unit in the scale. Effective (actionable) custormner
salisfaction measurement provides reliable information
about customer ratings of specific product, service, and
relationship features, the linkage between these ralings,
and the customer’s likely future actions — repurchase
and/or positive referral. Product and service features
might include overall value and price.

For additional desrription of this item, see page 25.

N3. Customner relationships (3.2¢c) might include the
development of partnerships or alliances.

N4. Customer satisfaction and dissatisfaction resuits
should be reported in lem 7.1. Information on opera-
tional measures that contribute to customer satisfaction
or dissatisfaction should be reported in item 7.5. For
example, information on trends and levels in measures
and/or indicators of compiaint handling effectiveness
such as complaint response time, effective resolution,
and percent of complaints resolved on first contact
should be reported in ltem 7.5.




4 Information and Analysis (sope.)

The Information and Analysis Category examines the selection, management, and effectiveness of use of information
and data to support key company processes and action plans, and the company’s performance management system.

4.1 Selection and Use of Information and Data (25 pis.}

Describe the company’s selection, management, and use of information and data needed to
support key company processes and action plans, and to improve company performance.

In your response, address the following Area:

a. Selection and Use of information and Data
Describe:

(1) the main types of information and data, financial and non-financial, and how each type relates to key
company processes and action plans;

(2) how the information and data are deployed to ali users to support the effective management and
evaluation of key company processes;

(3) how key user requirements, including rapid access and ongoing reliability, are met; and

(4) how information and data, their deployment, and effectiveness of use are evaluated, improved, and
kept current with changing business needs and strategies.

Notes:

N1. Users [4.1a(2,3)] refers to company work units and N2 Deployment of information and data might be via
Io those outside the company who have access to elgctrpprc or other means. Reliability {4.1a(3)] includes
information and data — customers, suppliers, and reliability of software and delivery systems.

business partners, as appropriate.

For additional description of this ltem, see page 26.

4.2 Selection and Use of Comparative Information and Data (15 pts.)

Describe the company’s selection, management, and use of comparative information and data to
improve the company’s overall performance and competitive position.

in your respense, address the following Area:

a. Selection and Use of Comparative Information and Data
Describe:

{1) how needs and priorities for comparative information and data are determined, taking into account
key company processes, action plans, and opportunities for improvement;

{2) the company’s critetia and methods for seeking sources of appropriate comparative information and
_data — from within and outside the company’s industry and markets;

(3) how comparative information and data are deployed to all potential users and used to set stretch
targets and/or to stimulate innovation; and

{4) how comparative information and data, their depioyment, and effectiveness of use are evaluated
and improved. Describe also how pricrities and criteria for selecting benchmarks and comparisons
are kept current with changing business needs and strategies.

Note:

Comparative information and data inciude represent best practices and performance for similar
benchmarking and competitive comparisons. activities, inside or outside the company's industry.
Benchmarking refers to processes and results that Competitive comparisons refer to performance relative

to comnpetitors in the company’s markets.

For additional description of this item, see page 26.



4.3 Analysis and Review of Company Performance (40 pts.)

Describe how the company analyzes and reviews overall performance to assess progress relative
to plans and goals and to identify key areas for improvement.

In your regsponse, address the following Areas:

a. Analysis of Data
How performance data from all parts of the company are integrated and analyzed to assess overall
company performance in key areas. Describe how the principal financial and non-financial measures
are integrated and analyzed to determine:

(1) customer-related performance;
(2) operational performance, including human resource and product/service performance;
(3) competitive performance; and.
(4) financial and market-related performance.
b. Review of Company Performance
Describe:

{1) how company performance and capabilities are reviewed fo assess progress relative to action pians,
goals, and changing business needs. Describe the performance measures regularly reviewed by the
company’s senior leaders.

(2) how review findings are translated inte priorities for improvement, decisions on resource allocation,
and opportunities for innovation. Describe also how these findings are deployed throughout the
company and, as appropriate, to the company’s suppliers and/or business partners.

Notes:
N1. Analysis includes trends, projections, comparisons, N2. Performance results should be reported in lterns
and cause-effect correlations intended to support the 71,72, 73,74, and 7.5.

setting of priorities for resource use. Accordingly,
analysis draws upon all types of data: customer-related,
operational, competitive, financial, and market,

For additional description of this ltem, see pages 26-27.



5 Human Resource Focus (100 pts)

The Human Resource Focus Category examines how the company enables employees to develop and utilize
their full potential, aligned with the company’s objectives. Also examined are the company’s efforts to build and
maintain a work environment and work climate conducive to performance excellence, full participation, and

personal and organizational growth.
Approach — Deployment

Describe how all employees contribute to achieving the company’s performance and learning
objectives, through the company’s work design, and compensation and recognition approaches.

5.1 Work Systems (40 pis.)

In your response, address the following Areas:

a. Work Design
How work and jobs are designed and how employees, including all managers and supervisors, contribute
to ensure:

(1) design, management, and improvement of company work processes that support company action
plans and related human resource plans. Include how work processes are designed and managed
to encourage individual initiative and self-directed responsibility;

(2) communication, cooperation, and knowledge and skill sharing across work functions, units, and
locations; and

(3) flexibility, rapid response, and learning in addressing current, and changing customer, operational,
and business requirements.

b. Compensation and Recognition
How the company's compensation and recognition approaches for individuals and groups, including af
managers and supervisors, reinforce overall company objectives for customer satisfaction, performance
improvement, and employee and company learning. Describe significant differences, if any, among
different categories or types of employees.

Notes:

N1. For purposes of the Criteria, employees include
the company's permanent, temporary, and part-time
personnel, as welf as any contract employees super-
vised by the company. Any contract empioyees
supervised by the contractor should be addressed
in ftem 6.3.

NZ2. Work design refers to how employees are
organized and/or organize themselves in formal and
informal, temporary, or longer-term units. This includes
work teams, process teams, customer aclion teams,
problem-solving teams, cenlers of excellence, functional
units, cross-functional teamns, and departments ——
self-managed or managed by supervisors.

For additional description of this ltem, see pages 27-28.

Job design refers to responsibilities, authorities, and
tasks of individuals. In some work systems, jobs might
be shared by a team based upon cross-training.

N3. Compensation and recognition refer to all aspects
of pay and reward, including promotions and bonuses,
that might be based upon performance, skills acquired,
and other factors. This inciudes monetary and non-
monetary, formal and informal, and individual and group
compensation arnd recognition.



5.2 Employee Education, Training, and Development (30 pts.)

Describe how the company’s education and training support the accomplishment of key company
action plans and address company needs, including building knowledge, skills, and capabilities,
and contributing to improved employee performance and development.

In your response, address the following Area:
a. Employee Education, Training, and Development

Describe:

(1) how education and training support the company’s key action plans and address company needs,
including longer-term objectives for employee development and leaming, and for leadership
development of employees;

{2) how education and training are designed to support the company’s work systems. Include how the
company seeks input from employees and their supervisors/managers in education and training design;

{3) how education and training, including orientation of new employees, are delivered;

{4) how knowledge and skills are reinforced on the job; and

(5) how education and training are evaluated and improved, taking into account company and employee
performance, employee development and learning objectives, ieadership development, and other
factors, as appropriate.

Notes:

N1. Education and training delivery [5.2a(3)] might NZ2. Other factors [5.2a(5)] might include: effectiveness
occur inside or outside the company and involve of incentives in promoting skill building; benefits and
on-the-job, classroom, computer-based, distance costs of education and training; most effective means
education, or other types of delivery. and timing for training delivery; and effectiveness of

cross-training.

For additional description of this ltem, see page 28.



5.3 Employee Well-Being and Satisfaction (30 pts.)

Approach — Deployment

AT E__

in your response, address the following Areas:
a. Work Environment

groups or work units.
b. Work Climate

of all employees. Describe:

¢. Employee Satisfaction

Describe how the company maintains a work environment and work climate that support the

WBII-DEII'Ig, satisfaciion, and motivation of empioyees.

How the company maintains a safe and healthful work environment. Describe how health, safety, and
ergonomics are addressed in improvement activities. Briefly describe key measures and targets for
each of these environmental factors and how employees take part in establishing these measures and
targets. Note significant differences, if any, based upon different work environments for employee

How the company builds and enhances its work climate for the well-being, satisfaction, and motivation

(1) company services, benefits, and actions to support employees; and

{2) a brief surnmary of how senior leaders, managers, and supervisors encourage and motivate
employees to develop and utilize their full potential.

How the company assesses the work environment and work climate. Include;

(1) a brief description of formal and/or informal methods and measures used to determine the key
factors that affect employee well-being, satisfaction, and motivation. Note important differences in
methods, factors, or measures for different categories or types of employees, as appropriate; and

(2) how the company relates employee well-being, satisfaction, and motivation results to key business

results and/or ODjECIIVES io IUEﬂIlTy imDFQVEITIEﬂI pnomles

Notes:

N1. Approaches for supporting and enhancing
employee weli-being, satisfaction, and motivation
{8.3b{1)] might inciude: counseiing; career deveiopment
and employability services; recreational or cultural
activities; non-work-refated education; day care; job
sharing; special leave for family responsibilities and/or

for cormmunity service; safety off the job; flexible work
hours' mttn!sna_mnnf and retirae henafite mnlurl.mn

Ry e T ESNEr AArasAAS) a9 FATas

extended hea!th care.

N2. Specific factors that might affect well-being,
satisfaction, and molivation [5.3c(1)}] include: effective
employee problem or grievance resolution; safety
factors; employee views of management; employee
training, development, and career opportunities;

For additional description of this Item, see pages 28-29.

empioyee preparation for changes in technology or the
work organization work environment and other work
condiiions; workfoad, cooperation and ieamwork; recog-
nition; benefits; communications; job security; compen-
sation; equal opportunity; and capabilily to provide
required services to customers.

N3. Measures and/or indicators of well-being, satis-
faction, and moftivation (5.3c) might include safety,
absenteeism, turnover, tumover rate for customer-
contact employees, grievances, strikes, other job
actions, and worker’s compensation claims, as well as
results of surveys. Results relative to such measures
and/or indicators should be reporied in Hem 7.3.




6 Process Management (100 pss.)

The Process Management Cartegory examines the key aspects of process management, including customer-
focused design, product and service delivery, support, and supplier and partnering processes involving all work
units. The Caregory examines how key processes are designed, implemented, managed, and improved to achieve
better performance.

6.1 Management of Product and Service Processes (60 pts.)

Approach — Deployment

Describe how products and services are designed, implemented, and improved. Describe also
how production/delivery processes are designed, implemented, managed, and improved.

In your response, address the following Areas:

a. Design Processes
How new, modified, and customized products and services, and production/delivery processes are
designed and impiemented. Include:

(1) how changing customer and market requirements and technology are incorporated into product and
service designs;

{2) how production/delivery processes are designed to meet customer, quality, and operational perfor-
mance requirements;

{3) how design and production/delivery processes are coordinated and tested to ensure trouble-free and
timely introduction and delivery of products and services; and

{4} how design processes are evaluated and improved tc achieve better performance, including
improvements to products and services, transfer of learning to other company units and projects,
and reduced cycle time.

b. Production/Delivery Processes
How the company's key product and service production/delivery processes are managed and improved.
Include:

(1) a description of the key processes and their principal requirements;

(2) how the processes are managed to maintain process performance and to ensure products and
services will meet customer and operational requirements. Include a description of key in-process
measurements and/or customer information gathering, as appropriate; and

(3) how production/delivery processes are evaiuated and improved to achieve better performance,
including improvements to products and services, transfer of learmning to other company units and
projects, and reduced cycle time.

Notes:

N1. The relative importance of and relationships between
design processes and production/delivery processes
depend upon many factors, including the nature

of the products and services, technology requirements,
issues of modularity and parts commonality, custormner
and supplier relationships and involvement, product and
service customization, and overall company strategy.
Design, production, and delivery might depend upon
and/or utilize new technology in ways that differ greatly
among companies. Responses 1o tem 6.1 should address
the most critical requirements o business success.

N2. Responses to 6.14(1) should include how
customers are involved in design, as appropriate.

For additional description of this ltem, see pages 29-30.

N3. Responses to 6.1a(3) should include key supplier
and partner participation, as appropriate.

N4. Process evaluation and improvement {6.1a(4} and
6.1b(3)] might include process analysis, research and
development results, technology management, bench-
marking, use of alternative technology, and information
from internal and extemnal custorners.

N53. Results of improvements in product and service
design and delivery processes, product and service
quality results, and results of improvements in products
and services should be reported in Item 7.5.



6.2 Management of Support Processes (20 pts.)

Approach - Beployment

improved.
in your response, address the following Area:

a. Management of Support Processes

future requirements are met. Include:
customers, as appropriate;

operational performance requirements;

Describe how the company’s key support processes are designed, implemented, managed, and

How key support processes are designed, implemented, managed, and improved so that current and
(1) how key requirements are determined or set, incorporating input from internal and external
(2) how key support processes are designed and implemented to meet customer, quality, and

(3) a description of the key support processes and their principal requirements;

{4) how the processes are managed to maintain process performance and to ensure results will meet
customer and operational requirements. Include a description of key in-process measurements
and/or customer information gathering, as appropriate; and

(5) how the processes are evaluated and improved to achieve better performance, inciuding transfer of
learning to other company units and projects, and reduced cycle time.

Notes:

N1. The purpose of ltem 6.2 is fo permit companies

to highlight separately the processes that support the
product and service design, production, and delivery
processes addressed in ftermn 6.1. The support processes
included in ltem 6.2 depend on the company’s business
and how it operates. Together, ltems 6.1, 6.2, and 6.3
should cover all key operations, processes, and
activities of all work units.

For additional description of this item, see page 30.

N2. Process evaluation and improvement [6.2a(5)]
might include process analysis and research, bench-
marking, use of alternative technology, and information
from internal and external customers. Information from
external customners could include information described
in lterns 3.2 and 4.3.

N3. Results of improvements in key support processes
and key support process performance results should be
reported in ltern 7.5.



6.3 Management of Supplier and Partnering Processes (20 pts.)

Describe how the company’s supplier and partnering processes and relationships are designed,
implemented, managed, and improved. Describe also how supplier and partner performance is

managed and improved.
In your response, address the following Area:

a. Management of Supplier and Partnering Processes

Describe:

(1) how supplier and partnering processes are designed and implemented to meet overall performance
requirements and to help suppliers and partners meet these requirements. Include a brief summary
of the principal performance requirements for key suppliers and partners, and describe how partners
and preferred suppliers are selected, as appropriate.

(2) how the company ensures that its performance requirements are met. Describe how suppliers’ and
partners’ performance is evaluated, including key measures, expected performance levels, any
incentive systems used, and how performance information is fed back to suppliers and partners; and

(3) how the company evaluates and improves its management of supplier and partnering processes.
Summarize current actions and plans to improve suppliers’ and pariners’ abilities to contribute to
achieving your company’s performance goals. Include actions to minimize costs associated with
inspection, testing, or performance audits; and actions to enhance supplier and partner knowledge
of your company’s current and longer-term needs and their ability to respond to those needs.

Notes:
N1. Supplier and partnering processes could include suppliers and partners are those selacted on the basis
company processes for supply chain improvement and of performance criteria.

optimization, beyond direct suppliers and partrers. N3. Resutts of improvements in supplier and partnering
NZ2. in 6.3a(1), key suppliers and pariners are those processes and supplier/partner performance results
selected on the basis of volume of business or criticality ~ should be reported in ftem 7.4.

of their supplied products and/or services; preferred

For additional description of this ltem, see pages 30-31.




7 Business Results (450 pes.)

The Business Results Category examines the company’s performance and improvement in key business areas
— customer satisfaction, financial and marketplace performance, human resource results, supplier and partner
performance, and operational performance. Also examined are performance levels relative to competitors.

7.1 Customer Satisfaction Results (125 pts.)

In your response, address the following Area:
a. Customer Satisfaction Resulis

market segments, as appropnate.

Sumemarize the company’s customer satisfaction and dissatisfaction resuits.

Summarize current levels and trends in key measures and/or indicators of customer satisfaction and
dissatisfaction, including satisfaction relative to competitors. Address different customer groups and

Notes:

N1. Customer satisfaction and dissatisfaction resuits
reported in this ltem derive from determination methods
described in ltem 3.2.

N2. Measures and/or indicators of customer satisfaction
and satisfaction relative to competitors might include

N3. Measures and/or indicators of customer satisfaction
reiative to competitors might include objective infor-
matien and data from customers and independent
organizations. Comparative performance of products
and services and operational performance measures
that serve as indicators of customer satisfaction should

information on customer-perceived value. be addressed in ltem 7.5

For additional description of this Item, see page 31.

7.2 Financial and Market Results (125 pis.)

Summarize the company's key financial and marketplace performance results.

in your response, address the following Area:

a. Financial and Market Results
Provide results of:

(1) financial performance, including aggregate measures of financial retum and/or economic value, as
appropriate; and

(2) marketplace performance, including market share/position, business growth, and new markets
entered, as appropriate.

For all quantitative measures and/or indicators of performance, provide current levels and trends. Include
appropriate comparative data.

Note:

Aggregate measures such as retum on investment
{ROI), asset utilization, operating margins, profitability,
liquidity, debt to equily ratio, value added per employee,
and financial activity measures are appropriate for
responding to 7.2a(1).

For additional description of this ltern, see page 21.



7.3 Human Resource Results (50 pts.)

Summarize the company’s human resource results, including employee well-being, satisfaction,

development, and work system performance.
tn your response, address the following Area:

a. Human Resource Results

Summarize current levels and trends in key measures and/or indicators of employee well-being,
satisfaction, development, work system performance, and effectiveness. Address all categories and
types of employees, as appropriate. Include appropriate comparative data.

Notes:

N1. The results reported in this ltem should address
results from activities described in Category 5. The
results should be responsive to key process needs
described in Category 6, and the company action plans
and refated human resource plans described i ltem 2.2

N2. For appropriate measures of employee well-being,
satisfaction, and motivation see notes to lfem 5.3.
Appropriate measures and/or indicators of employee

For additional description of this Item, see pages 31-32.

7.4 Supplier and Partner Results (25 pts.)

development and effectiveness might include innovation
and suggestion rates, courses compléted, leaming, on-
the-job performance improvements, and cross-training.

N3. Appropriate measures and/or indicators of work
system improvements and effectiveness might include
job and job classification simplification, job rotation, work
layout, work locations, and changing supervisory ratios.

in your response, address the following Area:

a, Supplier and Partner Results

Summarize the company’s supplier and partner performance results.

Summarize current levels and trends in key measures and/or indicators of supplier and partner
performance. Include company performance and/or cost improvements attributed to supplier and
partner performance, as appropriate. Include appropriate comparative data.

Note:

The results reported in this Iteém should relate directly to
processes and performance requirements described in
item 6.3.

For additional description of this ltem, see page 32.




7.5 Company-Specific Results (125 pts.) »

Summarize company operationa! performance results that contribute to the achievement of key
company periormance goais — cusiomer saiisiaction, produci and service quaiity, operationai
effectiveness, and financial/marketplace performance.

in your response, address the following Area:

a. Company-Specific Results
Summarize key company-specific results derived from: product and service quality and performance;
key process performance; productivity, cycle time, and other effectiveness and efficiency measures;
regulatory/legai compiiance; and other results supporting accomplishment of the company’s strategy
and action plans, such as new product/service introductions. For all guantitative measures and/or

indicators of narformance. nrovida current levale and trands, Include annronriate comnarative data
inaicators of parlormance, provide current levals and trends, include appropriate comparative gata,

Notes:

N1. Results reported in ltem 7.5 should address key performance (item 4.3) and should provide the

company requirements and progress foward accom- operational basis for customer satisfaction results

plishrment of key company performance goals as {flem 7.1} and company financial and market results

presented in the Business Overview, ltems 1.1, 2.2, {ltern 7.2).

?: ; ?’? gnzd I/_r:zlude resuilts not reported in ltems 7.1, N3. Regulatory/legal compliance resulls reporited in
S o ftem 7.5 should address requirernents described in

N2. Resuits reported in ltem 7.5 should provide key ftem 1.2,

information for analysis and review of company

For additional description of this Item, see page 32.



1998 CRITERIA: ITEM DESCRIPTIONS AND COMMENTS

Leadership (Category 1)

Leadership is the focal point within the Criteria for addressing
how the senior leaders guide the company in setting direc-
tions and seeking future opportunities. Primary attention is
given to how the senior leaders create a leadership system
based upon clear values and high performance expecta-
tions that addresses the needs of all stakeholders. The
Category also includes the company’s responsibilities to the
public and how the company practices good citizenship.

1.1 Leadership System

This Item addresses how the company's senior leaders
set directions and build and sustain a leadership system
conducive to high performance, individual development,
initiative, organizational learning, and innovation. The
ltem asks how leadership takes into account all key
stakeholders — customers, employees, suppliers,
partners, stockholders, the public, and the community.

The Item calls for information on the major aspects of
leadership — creating values and expectations; setting
directions; projecting a strong customer focus; encouraging
innovation; developing and maintaining an effective
leadership system; and effectively communicating values,
directions, expectations, and a strong customer focus.
Setting directions includes creating future opportunities for
the company and its stakeholders. An effective leadership
systemn promotes continuous learning, not only to improve
overall performance, but also to involve all employees in
the ongoing challenge to enhance customer value. To be
successful, leadership must ensure that the company cap-
tures and shares leamings. Leadership’s communications
are critical to company success. Effective communication
includes ongoing demonstration that stated values,
directions, and expectations are indeed the basis for the
company’s key decisions and actions. Communications
also need to include performance objectives and measures
that help provide focus as well as alignment of company
units and work processes.

This ltem includes the senior leaders’ role in reviewing the
leadership system, using employee feedback and reviewing
overall company performance. This aspect of leadership is
crucial, because reviews help to build consistency behind
goals and allocation of resources. A major aim is to create
organizations that are flexible and responsive — changing
easily to adapt to new needs and opportunities. Through
their roles in developing strategy and reviewing company
performance, senior leaders develop leadership and
create an organization capable of adapting to changing
opportunities and requirements.

1.2 Company Responsibility and Citizenship

This ltem addresses how the company integrates its values
and expectations regarding its public responsibilities and
citizenship into its performance management practices.

Area 1.2a calls for information on how the company
addresses two basic aspects of societal responsibility in
planning products, services, and operations: (1) making
legal and ethical requirements and risk factors an integral
part of performance management and improvement; and
(2) sensitivity to issues of public concern, whether or not
these issues are currently embodied in law.

Fulfilling societal responsibilities means not only meeting
all local, state, and federal laws and regulatory require-
ments, but also treating these and related requirements
as areas for improvement “beyond mere compliance.”
This means that the company should maintain constant
awareness of potential public concems related to its
products, services, and operations.

Area 1.2b calls for information on how the company
practices good citizenship in its key communities, as a
contributing member and as a positive influence upon
other organizations. Opportunities for involvement and
leadership include efforts by the company, its senior
leaders, and its employees to strengthen community
services, education, health care, the environment, and
practices of trade, business, and professional associations.
Levels of involvement and leadership are dependent upon
company size and resources.

Good citizenship activities include community service

by employees, which is encouraged and supported by
the company. For example, companies, their leaders, and
employees could help to influence the adoption of higher
standards in education by communicating employability
requirements to schools. Companies could partner with
other businesses and health care providers to improve
health in the local community by providing education
and volunteer services to address pubiic health issues.
Companies also could partner to influence trade and
business associations to engage in generally beneficial
cooperative activities, such as sharing best practices to
improve overall U.S. global competitiveness.

Strategic Planning (Category 2)

Strategic Planning addresses strategic and business
planning and depioyment of plans. This includes effective
development and deployment of business, customer and
operational performance requirements derived from



strategy. The Category stresses that customer-driven
quality and operational performance excellence are key
strategic business issues that need to be an integral part
of overall company planning.

Specifically:

m customer-driven quality is a strategic view of quality.
The focus is on the drivers of customer satisfaction,
customer retention, new markets, and market share —
key factors in competitiveness, profitability, and
business success; and

m operational perfformance improvement contributes to
short-term and longer-term productivity growth and
cost/price competitiveness. Building operational
capability — including speed, responsiveness, and
flexibility — represents an investment in strengthening
competitive fitness.

The Criteria emphasize that improvement and ieaming
must be integral parts of company work processes. The
special role of strategic planning is to align work processes
with the company's strategic directions, thereby ensuring
that improvement and leaming reinforce company priorities.

The Strategic Planning Category examines how companies:

m understand the key customer, market, and operationat
requirements as input to setting strategic directions. This
is to help ensure that ongoing process improvements
are aligned with the company’s strategic directions.

m optimize the use of resources, ensure the availability of
trained human resources, and ensure bridging between
short-term and longer-term requirements that may
entail capital expenditures, supplier development, etc.

m ensure that deployment will be effective -— that there
are mechanisms to transmit requirements and achieve
alignment on three basic levels: (1) company/executive
level, (2) the key process level; and (3) the work-
unitfindividual-job level.

The requirements for the Strategic Planning Category are
intended to encourage strategic thinking and acting — to
develop a basis for a distinct competitive position in the
marketplace. These requirements do not imply formalized
plans, planning systems, departments, or specific planning
cycles. Nor does the Category impiy that ali improvements
could or should be planned in advance. Rather, the
Category recognizes that an effective improvement system
combines improvements of many types and extents and
requires clear strategic guidance, particularly when
improvement alternatives compete for limited resources.
In most cases, priority setting depends heavily upon a
cost rationale. However, there also might be critical require-
ments such as societal responsibilities that are not driven
by cost considerations alone.

2.1 Strategy Development Process
This ltem addresses how the company develops
its view of the future and sets strategic directions.

The focus of the Item is on competitive ieadership, that
usually depends upon revenue growth as well as on
operational effectiveness. This requires a view of the
future that includes not only the markets or segments to
compete in, but also how to compete. “How to compete”
presents many options and requires good understanding
of the company’s and competitors’ strengths and weak-
nesses. Although no specific time horizon is included, the
thrust of the Iltem is sustained competitive leadership.

ltem 2.1 calls for information on all the key influences,
challenges, and requirements that might affect the com-
pany’s future opportunities and directions — taking as
long a view as possible. The main purpose of the Item

is to provide a thorough and realistic context for the
development of a customer- and rmarket-focused strategy
to guide ongoing decision making, rescurce allocation, and
companywide management. An increasingly important part
of strategic planning is projecting the competitive environ-
ment. The purposes of such projections are to detect and
reduce competitive threats, to shorten reaction time, and
to identify opportunities. Depending on the size and type
of business, companies might use a variety of modeling,
scenario, or other techniques and judgments to project the
competitive environment.

Pricing is also increasingly important.to competitive
success and customer satisfaction. Often this means that
companies need to control cost levels to achieve antici-
pated price levels, rather than planning to set prices to
cover their costs.

2.2 Company Strategy

This ltem addresses the company’s action plans and how
they are deployed. The ltem also cails for a projection of
the company’s performance. The main intent of the ltem
is effective operationalizing of the company’s directions,
incorporating measures that permit clear communication,
and tracking of progress and performance.

Area 2 2z calls for information on the company’s action
pians and how these plans are deployed. This includes
speliing out key performance requirements and measures,
as well as alignment of work unit, supplier, and/or partner
plans. Of central importance in this Area is how alignment
and consistency are achieved — for example, via key
processes and key measurements. The alignment and
consistency are intended also to provide a basis for setting
priorities for ongoing improvement activities — part of the.
daily work of all work units.



Critical action plan requirements include human resource
plans to support the overall strategy. Examples of human
resource plan elements that might be part of a compre-
hensive plan are:

m redesign of work organizations and/or jobs to increase
employee responsibility and decision making;

= initiatives to promote labor-management cooperation,
such as partnerships with unions;

m creation or modification of compensation and
recognition systems based on building shareholder
value and/or customer satisfaction;

B creation of opportunities for employees to leamn and
use skills that go beyond current job assignments
through redesign of processes or organizations;

s education and training initiatives, including those that
involve developmental assignments;

» formation of partnerships with educationai institutions to
develop employees or 1o help ensure the future supply
of weli-prepared employees;

m establishment of partnerships with other companies
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opportunities; and

B introduction of distance education or other technology-
based leaming approaches.

Area 2.2b calls for a two-to-five year projection of key
measures and/or indicators of the company's perfor-
mance. It also calis for a comparison of projected
performance versus competitors and key benchmarks.
This projection/comparison is intended to encourage
companies to improve their ability to understand and track
dynamic, competitive performance factors. Through this
tracking process, companies should be better prepared to
take into account their rates of improvement and change

rolativa tn AnmmeAatibaee s & dincrssadin s me s samd foml
[R=11=1Th L2 - UUIIIPBIILUIQ ao a ulasl Iuaub [Ral-1] Iﬂyclllcl L WL,

In addition to improvement relative to past performance
and competitors, projected performance also might
include changes resulting from new business ventures,
inarket shifts, producl/service innovations, or other
strategic thrusts.

Customer and Market Focus (Category 3)

Customer and Market Focus is the focal point within the
Criteria for examining how the company seeks to under-
stand the voices of customers and of the marketplace.
The Category stresses relationship enhancement as an
important part of an overall Iistening and ieaming strateqgy.
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and of the marketplace comes from customer satisfaction
results. in many cases, such results and trends provide

the most meaningful information, not only on customers’
views but also on their marketplace behaviors — repeat
business and positive referrals.

3.1 Customer and Market Knowledge

This ltem examines how the company determines emerg-
ing customer requirements and expectations. In a rapidly
changing competitive environment, many factors may
affect customer preference and loyalty, making it neces-
sary to listen and learn on a oontlnuous ba5|s To be
effective, such listening and leaming need to have a close
connection with the company’s overall business strategy.
For example, if the company customizes its products and
services, the listening and ieaming sirategy needs to be
backed by a capable information system — one that
rapidly accumulates information about customers and
makes this information available where needed through-

out the company or the overall value chain.

A variety of listening and leaming strategies should be
considered. Selection depends upon the type and size of
business and other factors.

Examples of approaches that might be part of listening

and learning strategies are:

m reiationship building, including ciose integration with
customers;
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rapid innovation and field trials
services to better link research a
and design to the market;

® close tracking of technological, competitive, societal,
environmental, economic, and demographic factors that
may bear upon customer requirements, expectations,
preferences, or alternatives;

m seeking to understand in detail customers’ value chains
and how they are likely to change;

m focus groups with demanding or leading-edge customers;
m training frontline employees in customer listening;

= use of critical incidents such as complaints to under-
stand key service attributes from the point of view of
customers and frontline employees;

m interviewing lost customers to determine the factors
they use in their purchase decisions;

® won/lost analysis retative to competitors,
B post-transaction follow-up; and
A analysis of major factors affecting key customers.

i products and
nd d

development {(R&D)

This ltem seeks information on how companies recognize
market segments, customers of competitors, and other

potential customers. Accordingly, the ltem addresses how
the company tailors its listening and leaming to different
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customer groups and market segments. For example,

a relationship strategy might be possibie with some
customers, but not with others. Other information sought
relates to sensitivity to specific product and service
requirements and their relative importance or value fo
customer groups. This determination should be supported
by use of informnation and data, such as complaints and
gains and losses of customers.

This Item also addresses how the company improves its
listening and leaming strategies, with a focus on keeping
current with changing business needs.

3.2 Customer Satisfaction and Relationship Enhancement
This item addresses how the company effectively manages
its responses to and follow-up with customers. Relation-
ship enhancement provides a potentially important means
for companies to understand and manage customer
expectations and to develop new business. Also, frontline
employees may provide vitat information to build partner-
ships and other longer-term relationships with customers.

This ltem also addresses how the company determines
customer satisfaction and satistaction relative to compe-
titors. Satisfaction relative to competitors and the factors
that iead to preference are of critical importance to
managing in a competitive environment.

Overall, ltem 3.2 emphasizes the impontance of getting
actionable information, such as feedback and complaints
from customer contacts. To be actionable, the information
gathered should meet two conditions: (1) responses must
be tied directly to key business processes, so that oppor-
tunities for improvement are clear; and {2) responses
must be translated into cost/revenue implications to
support the setting of improvement priorities.

Area 3.2a calls for information on how the company
provides easy access for customers seeking information
or assistance and/or to comment and compiain. The Area
calls for information on how customer contact require-
ments are determined and deployed. Such deployment
needs to take account of all key points in the response
chain — all units or individuals in the company that make
effective responses possible.

Area 3.2a also addresses the complaint management
process. The principal issue is prompt and effective
resolution of complaints, including recovery of customer
confidence. However, the Area aiso addresses how the
company leams from complaints and ensures that
production/delivery process employees receive information
needed to eliminate the causes of complaints. Effective

_ elimination of the causes of complaints involves aggre-
gation of complaint information from all sources for
evaluation and use throughout the company.

The complaint management process might include ’
analysis and priority setting for improvement

projects based upon potential cost impact of complaints,
taking into account customer retention related to
resolution effectiveness.

Area 3.2b addresses how the company determines
customer satisfaction. Three types of requirements are
considered:

m how the company follows up with customers regarding
products, services, and recent transactions to deter-
mine satisfaction and to resolve problems quickly;

® how the company gathers information on customer
satisfaction, including any important differences in
approaches for different customer groups or market
segments. This highlights the importance of the
measurement scale in determining those factors that
best reflect customers’ market behaviors — repurchase,
new business, and positive referral; and

®m how satisfaction relative to competitors is determined.
Such information might be derived from company-based
comparative studies or studies made by independent
organizations. The purpose of this comparison is to
develop information that can be used for improving
performance relative to competitors and to better
understand the factors that drive markets.

Area 3.2c addresses relationship building — how the
company builds loyalty and positive referral. Increasingly,
business success, business development, and
product/service inhovation depend upon mairtaining close
relationships with customers. Approaches to relationship
building vary greatly, depending on products/services and
types of customers. Hence, Area 3.2¢ addresses how
relationship building is tailored to customer groups and
marke! segments. Avenues 1o, and bases for, relationship
buitding change quickly. Accordingly, this Area addresses
how the company evaluates and improves its customer
relationship building and ensures that approaches are
kept current with changing business needs.

Information and Analysis (Category 4)

Information and Analysis is the main point within the
Criteria for all key information to effectively manage the
company and to drive improvement of company perfor-
mance and competitiveness. In simplest terms, Category
4 is the “brain center” for the alignment of a company's
operations with its strategic directions. However, since
information, information technology, and analysis might
themselves be primary sources of competitive advantage
and productivity growth, the Category also includes such
strategic considerations.



4.1 Selection and Use of information and Data

This ltem addresses the company’s selection, management,
and use of information and data to support overall business
goals, with strong emphasis on process management,
action plans, and performance improvement. Overall, the
ltem represents a key foundation for a performance-
oriented company that effectively utilizes non-financial
and financial information and data.

The ltem examines the main types of data, financial and
non-financial, and how each type relates to key company
processes and action plans. Also examined is the depioy-
ment of information and data to users, with emphasis on
alignment of data and information with key company
processes. The effective management of the information/
data system itself — rapid access and ongoing reliability —
is examined in connection with user requirements. Finally,
the ltem examines how overall requirements, including
effectiveness of use, depioyment, and ability to keep
current with changing business needs and strategies

are met.

Although the main focus of this item is on information and
data for the effective management of performance, infor-
mation, data, and information technology often have major
strategic significance as well. For example, information
technology could be used to accumulate and disseminate
unique knowledge about customers and markets, which
would enable the company to quickly “customize” products
and services. Also, information technology and the infor-
mation and data made available through such technology
couid be of special advantage in business networks, alli-
ances, and supply chains. Responses to this ltem should
take into account such strategic use of information and
data. Accordingly, “users” should then be interpreted as
business partners as well as company units.

4.2 Selection and Use of Comparative Information and Data

This ltem addresses external drivers of improvement —
information and data related to competitive position and to
best practices. Such data might have both operational and
strategic value. :

The Item calls for information on how competitive
comparisons and benchmarking information are selected
and used to help drive improvement of overall company
performance. The {tem addresses the key aspects of
effective selection and use of competitive comparisons
and benchmarking information and data; determination of
needs and priorities; criteria for seeking appropriate infor-
mation — from within and outside the company’s industry
and markets; and use of information and data to set
stretch targets and to promote major improvements in
areas most critical to the company’s competitive strategy.

The ltem also calls for information on how the company
evaluates and improves its processes for selecting and
using competitive and benchmark information to improve
planning, to drive improvement of performance and
competitive position, and to keep current with changing
business needs and strategies.

The major premises underlying this iem are: (1) companies
facing tough competition need to “know where they stand”
relative to competitors and to best practices; (2) compara-
tive and benchmarking information often provide impetus
for significant (“breakthrough”) improvement or changes
and might alert companies to competitive threats and new
practices; and (3) companies need to understand their
own processes and the processes of others before they
compare performance levels. Benchmarking information
may also support business analysis and decisions relating
to core competencies, alliances, and outsourcing.

4.3 Analysis and Review of Company Performance

This ltem addresses company-level analysis of perfor-
mance — the principal basis for guiding a company’s
process management toward key business results. Despite
their importance, individual facts and data do not usually
provide a sound basis for actions or priorities. Action
depends upon understanding cause/effect connections
among processes and between processes and business
results. Process actions may have many resource implica-
tions; results may have many cost and revenue implications
as well. Given that resources for improvement are limited,
and cause/effect connections are often unclear, there is a
critical need to provide a sound analytical basis for decisions.

A close connection between analysis and performance
review heips to ensure that analysis is kept relevant to
decision making. This Item is the central analysis pointin
an integrated information and-data system. This system is
built around financial and non-financial information and data.

Area 4.3a examines how information and data from all
parts of the company are aggregated and analyzed to
assess overall company performance. The Area covers
four key aspects of performance — customer-related,
operational, competitive, and financial/market.

Analyses that companies perform to gain understanding
of performance vary widely. Selection depends upon many
factors, including business type, size, and competitive
position. Examples include:

& how the company's product and service quality
improvement correlates with key customer indicators
such as customer satisfaction, customer retention, and
market share;

B cost/revenue implications of customer-related problems
and problem resolution effectiveness;
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B interpretation of market share changes in terms of
customer gains and losses and changes in customer
satisfaction;

®m trends in improvement in key operational performance
indicators such as productivity, cycle time, waste
reduction, new product introduction, and defect levels;

u relationships between employee/company ieaming and
value added per employee;

® financial benefits derived from irmproved empioyee
safety, absenteeism, and turnover,;

B benefits and costs associated with education and
training;

m how the company’s ability to identify and meet
employee requirements correlates with employee
retention, motivation, and productivity;

B8 cost/revenue implications of employee-related
problems and problem resolution effectiveness,

B trends in individual measures of productivity such as
work force productivity;

® individual or aggregate measurss of productivity
relative to competitors;

m performance trends relative to competitors on key
quality attributes;

® cost trends relative to competitors;

® relationships between product/service quality and
operational performance indicators and overall company
financial performance frends as reflected in indicators
such as operating costs, revenues, asset utilization,
and value added per employee;

B allocation of resources among alternative improvement
projects based on cost/revenue implications and
improvement potential;

B net eamings derived from quality/operational/human
resource performance improvements;

8 comparisons among business units showing how
quality and operational performance improvement
affect financial performance;

8 contributions of improvement activities to cash flow,
working capital use, and shareholder value;

® profit impacts of customer retention;
® market share versus profits;

B trends in aggregate measures such as total factor
productivity; and

B {rends in economic, market, and shareholder indicators
of value.

Area 4.3b examines how the company reviews perfor-
mance and capabilities and uses the review findings to

improve performance and capabilities relative to ’
action plans, goals, and changing business needs.

An important pant of this review is the translation of review
findings into an action agenda — sufficiently specific so
that deployment throughout the company and to suppliers/
partners is possible.

Human Resource Focus (Category 5)

Human Resource Focus is the location within the Criteria
for all key human resource practices — those directed
toward creating a high perforrnance workplace and toward
developing employees that enable them and the company
o adapt to change. The Category addresses human
resource development and management requirements in
an integrated way, aligned with the company’s strategic
directions.

To ensure the basic alignment of human resource
management with company strategy, the Criteria also
address human resource planning as an integral part of
company planning in the Strategic Planning Category.

5.1 Work Systems

This Item addresses how the company’s work and job
design, compensation, and recognition approaches enable
and encourage ali employees to contribute effectively.
The Item is concemed not only with current and near-term
performance objectives, but also with individual and
organizational leaming — enabling adaptation to change.

Area 5.1a calls for information on work and job design.
The basic aim of such design should be to enable
employees to exercise discretion and decision making,
leading to flexibility, innovation, knowledge and skill
sharing, and rapid response to the changing requirements
of the marketplace. Examples of approaches to create
flexibility in work and job design might include simpilifi-
cation of job classifications, cross-training, job rotation,
and changes in work layout and work locations. it might
also entail use of technology and changed flow of
information to support local decision making.

Effective job design and flexible work organizations

are necessary but may not be sufficient to ensure high
performance. High performance work systems require
information systems, education, and appropriate training
to ensure that information flow supports the job and work
designs. Also important is effective communication across
functions and work units to ensure a focus on customer
requirements and to ensure an environment of encour-
agement, trust, and mutual commitment. In some cases,
teams might involve individuals in different locations linked
via computers or conferencing technology.



Area 5.1b addresses the important alignment of incentives
with the achievement of key company objectives. The
basic thrust of this Area is the consistency between the
company’s compensation and recognition system and its
work structures and processes.

The Area calls for information on employee compensation
and recognition — how these reinforce high performance
job design, a focus on customer satisfaction, and leaming.
To be effective, compensation and recognition might need
to be based, wholly or in part, upon demonstrated skills
and/or evaluation by peers in teams and networks.

Compensation and recognition approaches might include
profit sharing and compensation based on skill bujlding,
use of new skills, demonstrations of self-leamning, and
knowledge sharing. The approaches might take into
account linkages to customer retention or other perfor-
rnance objectives.

5.2 Employee Education, Training, and Development

This item addresses how the company develops the work
force via education, training, and on-the-job reinforcement
of knowledge and skills. Development is intended to meet
ongoing needs of employees and a high performance
workplace, accommodating to change.

Education and training address the knowiedge and skills
employees need to meet their overall work and personal
objectives and the company’s need for leadership devel-
opment of employees. Depending upon the nature of the
company’s work and the employees’ responsibilities and
stage of development, education and training needs might
vary greatly. Examples include leadership skills, communi-
cations, teamwork, problem solving, interpreting and using
data, meeting customer requirements, process analysis,
process simplification, waste reduction, cycle time reduc-
tion, error-proofing, priority setting based upon cost and
henefit data, and other training that affects employee effec-
tiveness, efficiency, and safety. It might also include basic
skills such as reading, writing, language, and arithmetic.

The ltem calls for information on key performance and
learning objectives, and how education and training are
designed, delivered, reinforced, and evaluated, with
special emphasis upon on-the-job application of knowl-
edge and skills. The ltem emphasizes the importance of
the involvement of employees and their managers in the
design of training, including clear identification of specific
needs. This invoives job analysis — understanding the
types and levels of the skills required and the timeliness of
training. Determining specific education and training needs
might include use of company assessment or employee
seif-assessment to determinie and/or compare skill tevels
for progression within the company or eisewhere.

Education and training delivery might occur inside or
outside the company and involve on-the-job, classroom,
computer-based, distance education, or other types of
delivery. This inciudes the use of deveiopmental assign-
ments within or outside the company to enhance employees’
career opportunities and employability.

The itemn aiso emphasizes evaluation of education and
training. Such evaluation might take into account managers'
evaluation, employee self-evaluation, and peer evaluation
of value received through education and training relative to
needs identified in design. Evaluation might also address
factors such as the effectiveness of education and training
delivery, impact on work unit and company performance,
costs of delivery alternatives, and benefit/cost ratios.

Although the ltem does not explicitly call for information on
the training for customer-contact empioyees, such training
is increasingly important. It usually entails: (1) acquiring
key knowledge and skills, including knowledge of products
and services; (2) listening to customers; (3) soliciting
comments from customers; (4) anticipating and handiing
problems or failures {“recovery”); (5) developing skilis in
customer retention; and (6) learning how to effectively
manage expectations.

5.3 Employee Well-Being and Satisfaction

This ltem addresses the work environment, the work
climate, and how they are tailored to support the well-being,
satistaction, and motivation of all employees.

Area 5.3a calls for information regarding a safe and
healthful work environment to show how the company
includes such factors in its planning and improvement
activities. important factors in this Area include establish-
ing appropriate measures and targets and recognizing
that employee groups might experience very different
environments.

Area 5.3b calls for information on the company's
approach to enhance employee well-being, satisfaction,
and motivation based upon a holistic view of employees
as key stakeholders. The Area emphasizes that the
company heeds to consider a variety of services, facilities,
activities, and opportunities to build well-being, satisfac-
tion, and motivation. Senior leaders, managers, and
supervisors have a specific responsibility to encourage
employees, and to ensure good communication with and
between employees.

Most companies, regardless of size, have many oppor-
tunities to contribute to employee well-being, satisfaction,
and motivation. Examples of services, facilities, activities,
and other opportunities are; personal and career coun-
seling; career development and employability services;



recreational or cultural activities; formal and informal
recognition; non-work-related education; day care; special
leave for family responsibilities and/or for community
services; safety off the job; flexible work hours; outplace-
ment; and retiree benefits, including extended health care.
These services also might inciude career enhancement
activities such as skills assessment, helping employees
develop leaming objectives and plans, and employability
assessment.

Area 5.3c calls for information on how the company deter-
mines employee well-being, satisfaction, and motivation.
The Area recognizes that many factors might affect empioyees.
Although satisfaction with pay and promotion potential is
important, these factors might not be adequate to assess
the overali climate for motivation and high performance.
For this reason, the company might need to consider a
variety of factors that might affect well-being, satisfaction,
and motivation, such as: effective employee problem or
grievance resolution; safety; employee views of jeadership
and management; empioyee development and career
opportunities; empioyee preparation for changes in
technology or work organization; work environment;
workload; cooperation and teamwork; recognition;
benefits; communications; job security; compensation;
equality of opportunity; and capability to provide required
services to customers.

In addition to formal or informal survey results, other
measures and/or indicators of well-being, satisfaction, and
motivation might include safety, absenteeism, turnover,
turnover rate for customer-contact employees, grievances,
strikes, and worker's compensation claims. Factors
inhibiting motivation need to be prioritized and addressed.
Further understanding of these factors ¢ould be developed
through exit interviews with departing employees.

The Area also addresses how the information and data on
the well-being, satisfaction, and motivation of employees are
actually used in identifying improvement priorities. Priotity
setting might draw upon human resource results presented
in ltem 7.3 and might involve addressing employee
problems based on impact on company performance.

Process Management (Category 6)

Process Management is the focal point within the

Criteria for all key work processes. Built into the Category
are the central requirements for efficient and effective
process management — effective design, a prevention
orientation, linkage to suppliers and partners, operational
performance, cycle time, and evaluation and continuous
improvement.

An increasingly important concept in all aspects of
process management and organizational design is

flexibility. In simpiest terms, flexibility refers to the

ability to adapt quickly and effectively to changing
requirements. Depending on the nature of the business’
strategy and markets, flexibility might mean rapid
changeover from one product to another, rapid response
to changing demands, or the ability to produce a wide
range of customized services. Flexibility might demand
special strategies such as modular designs, sharing of
components, sharing of manufacturing lines, and specialized
training. Flexibility also increasingly involves outsourcing
decisions, agreements with key suppliers, and novel
partnering arrangements.

6.1 Management of Froduct and Service Processes

This Item examines how the comparny designs, introduces,
produces, delivers, and improves its products and services.
It also examines how production/delivery processes are
designed, managed, and improved. Impartant to the
management of these processes is the trouble-free
introduction of new products and services. This requires
effective coordination, starting early in the product and
service design phase. The ltem also examines organiza-
tional learning, through a focus on how leamings in one
process or company unit are replicated and added to the
knowledge base of other projects or company units.

Area 6.1a calls for information on the design of products,
services, and their production/delivery processes. Four
aspects of this design are examined: (1) how changing
customer and market requirements and technology are
incorporated into product and service designs; (2) how
production/delivery processes are designed to meet
customer, quality, and operational performance require-
ments; (3) how design and production/delivery processes
are coordinated to ensure trouble-free and timely introduc-
tion and delivery of products and services; and (4) how
design processes are evaluated and improved to achieve
better performance.

Design approaches could differ appreciably depending
upon the nature of the products/services — entirely new,
variants, major or minor process changes. Responses
should reflect the key requirements for the company’s
products and services. Factors that might need to be
considered in design include: health; safety; long-term
performance; environmental impact; “green” manufacturing;
measurement capability; process capability; manufactur-
ability; maintainability; supplier capability; and documen-
tation. Effective design must also consider cycle time and
productivity of production and defivery processes. This
might entail detailed mapping of manufacturing or service
processes and redesigning (‘reengineering”) them to
achieve efficiency as well as to meet changing customer
requirements.



Many businesses also need to consider requirements for
suppliers and/or business parners at the design stage.
Overall, effective design must take into account all stake-
holders in the value chain. {f many design projects are
carried out in parallel, or if the company’'s products utilize
parts, equipment, and facilities used for other products,
coordination of resources might be a major concern and
might offer means to significantly reduce unit costs and
time to market. This should be addressed in responding
to Area 6.1a.

Coordination of design and production/delivery processes
involves all company units and/or individuals who will
take part in production/delivery and whose performance
materially affects overall process outcome. This might
include groups such as research and development (R&D),
marketing, design, and product/process engineering.

Area 6.1b calls for information on the management and
improvernent of the company's key production/delivery
processes. The information required includes a description
of the key processes and their specific requirements, and
how performance relative to these reguirements is deter-
mined and maintained. Specific reference is made to
in-process measurements and customer interactions. This
requires the identification of critical points in processes for
measurement, observation, or interaction. The intent is
that these activities occur at the earliest points possible

in processes, to minimize problems that may result from
deviations from expected (design) performance. Expected
performance frequently requires setting performance levels
or standards to guide decision making. When deviations
occur, a remedy — usually called corrective action — is
required to restore the performance of the process to its
design performance. Depending on the nature of the
process, the correction could involve technical and/or
human factors. Proper correction involves changes at

the source (root cause) of the deviation. Such corrective
action should minimize the likelihood of this type of
variation occurring anywhere else in the company.

When customer interactions are involved, differences
between customers must be taken into account in evalu-
ating how well the process is performing. This might entail
specific or general contingencies depending on the cus-
tomer information gathered. This is especially true of
professional and personal services.

Areas 6.1a and 6.1b call for information on how processes
are improved to achieve better performance. Better
performance means not only better quality from the
customers’ perspective but also better financial and
operational performance — such as productivity — from
the company’s perspective. Companies use a variety of

process improvement approaches, such as: (1) the sharing
of successful strategies across the company; (2) process
analysis and research {e.g., process mapping, optimization
experiments, and error proofing); (3) research and develop-
ment results; (4) benchmarking; (5) use of altemative
technology; and (6) information from customers of the
processes — within and outside the company. Process
improvement approaches might utilize financiai data to
evaluate alternatives and set priorities. Together, all these
approaches offer a wide range of possibilities, including
complete redesign (“reengineering”) of processes.

6.2 Management of Support Processes

This ltern addresses how the company designs, imple-
ments, manages, and improves its support processes.
Support processes are those that support the company’s
product and/or service delivery, but are not usually
designed in detail with the products and services them-
selves, because their requirements usually do not depend
a great deal upon product and service characteristics.
Support process design requirements usually depend
significantly upon intemal requirements, and must be
coordinated and integrated to ensure efficient and
effective performance. Support processes might include
finance and accounting, software services, sales, mar-
keting, public relations, information services, supplies,
personnel, legal services, plant and facilities management,
research and development, and secretarial and other
administrative services.

The item calls for information on how the company main-
tains the performance of the key support processes. This
information includes a description of the key processes
and their principal requirements, and a description of key
in-process measurements and customer interactions.
These principal requirements are similar to those
described above in Area 6.1b.

ltem 6.2 also calls for information on how the company
evaluates and improves the performance of its key sup-
port processes. Four key approaches the company might
consider or use are: (1} process analysis and research;
(2) benchmarking; (3) use of alternative technology; and
(4) information from customers of the processes — within
and outside the company. Together, these approaches
offer a wide range of possibilities, including complete
redesign (“reengineering”) of processes.

6.3 Management of Supplier and Partnering Processes
This ltem addresses how the company designs, imple-
ments, manages, and improves its supplier and partnering
processes and relationships. It also addresses supplier
and partner performance management and improvement.
The term “supplier” refers to other companies and to other



units of-the parent company that provide goods and
services. The use of these goods and services may occur
at any stage in the production, design, detivery and use
of the company’s products and services. Thus, suppliers
include businesses such as distributors, dealers, warranty
repair services, transportation, contractors, and franchises,
as well as those that provide materials and components.
Suppliers aiso include service suppliers, such as health

care, training, and education providers.

The ltem places particular emphasis on the unique
relationships that companies are building with key and
preferred suppliers, including establishing partnering
relationships. For many companies, these suppliers and
partners are an increasingly important part of achieving
not only high performance and lower-cost objectives, but
also strategic objectives. For example, they might provide
unique desinn, integration, and marketma capabilities.

Item 6.3 requests mformatton on the crltena for selecting
pariners and preferred suppliers.

item 8.3 requests the principal performance requirements

for kev sunnliers and partners, Thage requ liramants are

W IV Y WM e il W el bn Rl S R e

the principal factors involved in the company’s purchases,
e.g., quality, delivery, and price. Processes for determining
whether or not requirements are met might include audits,
process reviews, receiving inspection, certification, testing,
and rating systems.

Item 6.3 also requests information on actions and plans
to improve suppliers’ and partners’ abilities to contribute
to achieving your company’s performance goals. These
actions and plans might include one or more of the
following: improving your own procurement and supplier
management processes (including seeking feedback from
suppliers and internal customers}, joint planning, rapid
information and data exchanges, use of benchmarking
and comparative information, customer-supplier teams,
training, long-term agreements, incentives, and recog-
nition. Actions and plans might also include changes in
supplier selection, Ieading to a reduction in the number
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Business Results (Category 7)

Business Results provide a results focus that encompasses
the customer’s evaluation of the company’s products and
services, the company's overall financial and market
performance, and the results of all key processes and
process improvement activities. Through this focus, the
Criteria’s duai purposes — supetrior value of offerings as
viewed by customers and the marketplace, and superior
company performance reflected in operational and financial
indicators —— are maintained. Category 7 thus provides

V4

“real-time” information (measures of progress) ”
for evaluation and improvement of processes,
products, and services, aligned with overall business
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Strawegy. Af |n|‘ya|a and review of business results data and
information to determine overall company performance
are called for in ltem 4.3.

7.1 Customer Salisfaction. Results

This item addresses the principal customer-reiated
results — customer satisfaction, customer dissatisfaction,
and customer satisfaction relative to competitors. The
tem calls for the use of all relevant data and information
to establish the company’s performance as viewed by the
customer. Relevant data and information include: customer
satisfaction and dissatisfaction; retention, gains, and losses
of customers and customer accounts; customer complaints
and warranty claims; customer-perceived value based

on quality and price; and compelitive awards, ratings,

and recognition from customers and independent
organizations.

7.2 Financial and Market Resuits
This Kem addregsses those factors that best reflact the com-
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pany's financial and marketplace performance. Measures
reported in this ltem will frequently be those key financial
and market measures tracked by senior leadership on an
ongoing basis to gauge overall. company performance,
and ofien used 10 determine inceniive compensation for
senior leaders. Measures of financial performance might
include return on equity, return on investment, operating
margins, pre-tax profit margin, eamings per share, profit
forecast reliability, and other liquidity and financial activity
measures. Marketplace performance could include market
share measures of business growth, new product and
geographic markets entered, and percent new product

sales, as appropriate. Comparative data for these
measuras mmhf include industry best, best competitor,
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industry average, and appropnate benchmarks.

7.3 Human Resource Results

This Item addresses the company’s human resource
results — those relating to employee well-being, satis-
faction, development, motivation, work system perfor-
mance, and effectiveness.

Resuits reported could include generic and business- or
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absenteeism, tumover, and satisfaction. Business- or
company-specific factors include those commonly used
in the industry or created by the company for purposes
of tracking progress. Results reported might include input
data, such as extent of training, but the main emphasis
should be placed on measures of effectiveness.



Results reported for work system performance should
include those relevant to the company, and might include
measures of improvement in job classification, job
rotation, work layout, and changes in local decision
making.

The ltem calls for comparative information so that results
can be evaluated meaningfully against competitors or
other relevant external measures of performance. For
some measures, such as absenteeism and turnover,
local or regional comparisons also are appropriate.

7.4 Supplier and Partner Results

This liem addresses current levels and trends in key
measures and/or indicators of supplier and pariner perfor-
mance. Suppliers and partners provide “upstream” and/or
“downstream” materials and services. The focus shouid
be on the most critical requirements from the point of view
of the company — the “buyer” of the products and
services. Data reported should reflect results by whatever
means they occur — via improvements by suppliers and
partners and/or through selection of better performing
suppliers and pariners. Measures and indicators of perfor-
mance should relate to the principal factors involved in the
company's purchases, e.g., quality, delivery, and price.

Data reported also should reftect how suppliers and
partners have contributed to your company’s performance
goals. Results reported could include cost savings;
reductions in scrap, waste, or rework; and cycle time

or productivity enhancements.

The ltem calls for comparative information so that results
reported can be meaningfully evaluated against compe-
titors or other relevant external measures of performance.

7.5 Company-Specific Results

This ltem addresses key performance results, not covered
in liems 7.1-7.4, that contribute significantly to the com-
pany’s goals — customer satisfaction, product and service
guality, operational effectiveness, and financial/marketplace
performance. The Hem encourages the use of any unique
measures the company has developed to track perfor-
mance in areas important fo the company.

Results should reflect key product, service, and process
performance measures, including those that serve as
predictors of customer satisfaction. Measures of produc-
tivity and operational effectiveness in all key areas, product/
service delivery areas and support areas, are appropriate
for inciusion. Results of compliance with regulatory/legal

requirements should be reported. Measures and/or indi-
cators of product and service performance should relate
to requirements that matter to the customer and to the
marketplace. These features are derived from the customer-
related Items 3.1 and 3.2 (“listening posts”). If the features
have been properly selected, improvemnents in them should
show a clear positive correlation with customer and market-
place improvement indicators — captured in ltems 7.1

and 7.2. The correlation between product/service perfor-
mance and customer indicators is a critical management
tool — a device for defining and focusing on key quality
and customer requirements and for identifying product/
service differentiators in the marketplace. The correlation
might reveal emerging or changing market segments,

the changing importance of requirements, or even the
potential cbsolescence of products and/or services.

Product/service performance appropriate for inclusion
might be based upon one or more of the following: internal
{company) measurements; field performance; data collected
by the company or on behalf of the company, or customer
surveys on product and service performance. Although
data appropriate for inclusion are primarily based upon
internal measurements and field performance, data
collected by the company or other organizations through
follow-up might be included for attributes that cannot be
accurately assessed through direct measurement (e.g.,
ease of use) or when variability in customer expectations
makes the customer's perception the most meaningful
indicator {e.g., courtesy).

Measures and/or indicators of operational effectiveness
could include the following: environmental improvements
reflected in emissions levels, waste stream reductions,
by-product use, and recyciing; responsiveness indicators
such as cycle time, lead times, and set-up times; process
assessment results such as customer assessment or
third-party assessment (such as ISO 9000); and business-
specific indicators such as innovafion rates, innovation
effectiveness, cost reductions through innovation, time to
market, product/process yieid, complete and accurate
shipments, and measures of strategic goal achievement.

The Item calls for comparative information so that results
reported can be evaluated against competitors or other
relevant external measures of performance. These com-
parative data might include industry best, best competitor,
industry average, and appropriate benchmarks. Such data
might be derived from independent surveys, studies,
laboratory testing, or other sources.



SCORING SYSTEM

The scoring of applicant responses to Criteria ltems (items)
and feedback are based on three evaluation dimensions:
(1) Approach; (2) Deployment; and (3) Results. Applicants
need to furnish information relating to these dimensions.
Specific factors for these dimensions are described below.
Scoring Guidelines are given on page 35.

Approach

“Approach” refers to how the applicant addresses the item
requirements — the method{s) used. The factors used to
evaluate approaches include:

a appropriateness of the methods to the requirements

8 sffectiveness of use of the methods. Degree to which
the approach:
- is systematic, integrated, and consistently applied
— embodies evaluation/improvement/iearning cycles
— is based on reliable information and data

@ evidence of innovation and/or significant and effective
adaptations of approaches used in other types of
applications or businesses

Deployment

“Deployment” refers to the extent to which the applicant’s
approach is applied to all requirements of the ltem. The
factors used to evaluate deployment include:

8 use of the approach in addressing business and Item
requirements

® use of the approach by all appropriate work units

Results

“Resuilts” refers to outcormnes in achieving the purposes given
in the item. The factors used to evaluate results include:

® current performance

s performance relative to appropriate comparisons and/or
benchmarks

® rate, breadth, and importance of performance
improvements

& demonstration of sustained improvement and/or
sustained high-level performance

8 linkage of results measures to key performance
measures identified in the Business Overview and in
Approach/Deployment ltems

Item Classification and Scoring Dimensions

ltems are classified according to the kinds of information
and/or data applicants are expected to furnish relative to
the three evaluation dimensions.

The two types of ltems and their designations are:

1. Approach/Deployment Approach - Deployment

Approach and Deployment are linked to emphasize that
descriptions of Approach should always indicate the
Deployment — consistent with the specific requirernents of
the Item. Although Approach and Deployment dimensions
are linked, feedback to the applicant reflects strengths
and/or areas for improvement in either or both dimensions.

Results Items call for data showing performance levels
and trends on key measures and/or indicators of company
performance. However, the evaluation factor, “breadth” of
performance improvements, is concerned with how wide-
spread an applicant's improvement results are. This is
directly related to the Deployment dimension. That is, if
improvement processes are widely deployed, there should
be corresponding results. A score for a Results Item is
thus a composite based upon overall performance, taking
into account the breadth of improvements and their
importance (see next section).

“Importance” as a Scoring Factor

The three evaluation dimensions described above are all
critical to evaluation and feedback. However, evaluation
and feedback must also consider the importance of
improvements in Approach, Deployment, and Results to the
applicant's business. The areas of greatest importance
should be identified in the Business Overview, and in ltems
such as 2.1, 3.1, 6.1, and 7.5. Of partictlar importance are
the key customer requirements and key strategies and

action plans.

Assignment of Scores to Applicants’ Responses

Baldrige Award Examiners observe the following guidelines
in assignhment of scores o applicants’ responses:

1 All relevant Areas to Address should be included in the
Item response. Also, responses should refiect what is
important to the applicant’s business;

® In assigning a score to an ltem, an Examiner first
decides which scoring range (e.g., 40% to 60%) best
fits the overall ltem response. Overall “best fit” does
not require total agreement with each of the staternents
for that scoring range. Actual score within the range
depends upon an Examiner’s judgment of the close-
ness of the ltem response in relation to the statements
in the next higher and next lower scoring ranges;

m An Approach/Deployment ltem score of 50% represents
an approach that meets the basic objectives of the Item
and that is deployed to the principal activities covered
in the Item. Higher scores reflect maturity (cycles of
improvement), integration, and broader deployment; and

B A Results ltem score of 50% represents clear indication
of improvement trends and/or good levels of performance
in the principal results areas covered in the ltem. Higher
scores reflect better improvement rates and/or levels of
performance, and better comparative performance as
well as broader coverage.



PREPARING THE BUSINESS OVERVIEW

The Business Overview is an outline of the applicant's
business, addressing what is most important to the
business, key influences on how the business operates,
and where the business is headed. The Business Overview
is intended fo help Examiners understand what is relevant
and important to the applicant's business.

The Business Overview is of critical importance to the
appiicant because:

@ it is the most appropriate starting point for writing and
reviewing the application, helping to ensure focus on
key business issues and consistency in responses,
especially in reporting business results; and

® it is used by the Examiners and Judges in all stages
of application review, including the site visit.

Guidelines for Preparing the Business Overview
The Business Overview consists of five sections as follows:

1. Basic description of the company
This section should provide basic information on:

= the nature of the applicant’s business: products
and services;

B company size, location(s}, and whether it is publicly
or privately owned;

® the applicant’s major markets (local, regional,
nationhal, or international) and principal customer
types (consumers, other businesses, govemment,
etc.). (Note any special relationships, such as
partnerships, with customers or customer groups.);

m a profile of the applicant's employee base, including:
number, types, educational level, bargaining units,
and special safety requirements;

B major equipment, facilites, and technologies used; and
u the regulatory environment affecting the applicant,

such as occupational health and safety, environ-
mental, financial, and product.

If the applicant is a subunit of a larger company, a
brief description of the organizational relationship {o
the “parent” and percent of employees the subunit
represents should be given. Briefly describe also how
the applicant’s products and services relate to those of
the parent and/or other units of the parent company.

If the parent company provides key support services,
these should be described briefly,

2. Customer and market requirements
This section should provide information on:

B key customer and market requirements (for example,
on-time delivery, low defect levels, price demands,
and after-sales services) for products and services.
Briefly describe all important requirements, and note
significant differences, if any, in requirements among
customer groups and market segments.

3. Supplier and partnering relationships
This section should provide information on:

m types and numbers of suppliers of goods and
services;

® the most important types of suppliers, dealers, and
other businesses; and

B any limitations, special relationships, or special
requirements that may exist with some or all suppliers
and pariners.

4. Competitive factors
This section should provide information on:

n the applicant’s position (relative size, growih) in
the industry;

® numbers and types of competitors;

B principal factors that determine competitive
success, such as productivity growth, cost
reduction, and product innovation; and

® changes taking place that affect competition.

5. Strategic context
This section should provide information, as
appropriate, on:

B major new thrusts for the company, such as entry
into new markets or segments;

® new business alliances;
m introduction of new technologies;

® the role of and approaches to process, product, and
service innovation;

m changes in strategy; and
m unique factors.

Page Limit

The Business Overview is limited to five pages. These
are not counted in the overall application page limit. Typing
instructions for the Business Overview are the same as
for the application. These instructions are given in the
1998 Application Forms & Instructions booklet. Ordering
instructions for this booklet are given on page 46.

It is strongly recommended that the Business
Overview be prepared first and that it be used
to guide the applicant in writing and

reviewing the application.




SCORING GUIDELINES

SCORE E APPROACH/DEPLOYMENT SCORE RESULTS

0% W no systematic approach evident; anecdolal information 0% W no results or poor results in areas reponted
10% L] beginning of a systematic approach to the primary purposes 10% = early stages of developing trends; some improvements and/or
to of the item o garly good performance levels in a few areas
30% ® early stages of a transition from reacting 1o problems lo a 30% ® results not reported for many to most areas of importance 1o
general improvement orientation the applicant's key husiness requirements

® major gaps exist in deployment that would inhibit progress
in achieving the primary purposes of the item

40% B improvement trends and/or good performance levels reported
to for many to most areas of importance to the applicant’s key
N 1 ! 0 i
40% ® a sound, systematic approach, responsive to the primary 60% business requirements
to purposes of the item ® no pauemfm adverse trends and/or poor performance levels
60% W a fact-based improvement process in place in key areas; in areas o ;mportance to the applicant's key business
more emphasis is placed on improvement than on reaction requirements
to problems ® some trends and/or current performance |evels — evatuated
® no major gaps in deployment, though some areas or work against relevant comparisons and/or benchmarks — show
units may be in very early slages of deployment areas ot strength and/or good 1o very good relative
performance levels
¥ [ ] i | iv | verall : :
7?0/" a lﬁozgggsészﬁgﬁg:’nappmam' responsive 1o the overa 70% ® current performance is good to excellent in most areas of
90% n g fa[::t-based improvement process and organizational ggi, importance to the applicant's key business requirements
. £y H ° . i
learning/sharing are key management tools; clear evidence gjc:;iu;ré%rovement Irends and/or performance levels are

of refinement and improved inlegration as a resuit of - A
improvement cycles and analysis E\;f;zag 31:5:] it;e;lds| and/;:r current pen‘ormda,nci Iew;ls _k
m approach is well-deployed, with no major gaps; deployment h g sf lre 3vanhlcompansons and/or benchmarks
may vary in some areas or work unils — show areas of leadership and very good relative
performance levels

100% ® a sound, systematic approach, fully responsive to all the 100% -
requirements of the tem
. 3r‘ézrgi§;:?§r?élffg;g?:;g;{:ﬁ;;"g;gegyngf‘zsg:r’:“é::‘:ggfs“_’e m gxcellent improvement trends and/or sustained excellent

strong refinement and integration — backed by excellent perlormance Ievels.m most areas .
analysis ® shrong evidence of industry and benchmark leadership

demonsirated in many areas

current performance is excellent in most areas of imporlance
to the applicant's key business requirements

approach is fully depioyed without any significant
weaknesses Or gaps in any areas or work unils




